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REPORTS FOR MANAGEMENT
By DOROTHEA WATSON, C.P.A., Oklahoma City Chapter A.S.W.A.

Accounting has become a profession
during the first half of the 20th century.
During this same half century, the growth
of business has been unparalleled. As
business has grown, the job of manage
ment has become more complex.
Management’s job is a dual one—to plan
and to execute. The larger the business,
the farther management is from situa
tions which could be settled by “on-thespot” planning and action. To plan, man
agement needs current and pertinent facts
with which to work. If the accounting
profession is to grow, it must meet the
challenge presented by this need of man
agement. Our reports must give manage
ment the necessary information for plan
ning.
Accountants employed by corporations
outnumber the people engaged in the public
accounting profession. Many accountants
in private accounting started as public
accountants before being employed by a
private company. Actually, there is only
one function which the corporate account
ant cannot perform equally with the pub
lic accountant—he cannot express an
independent opinion on the financial state
ments of his employer.
The management of the larger corpora
tions frequently looks to the accountants
in their employ for the information needed
for management decisions. It is in the
medium-sized and smaller business organi
zations that the public accountant, through
his reports, can often best serve manage
ment.
Whether we are in private or public
practice, we need to think seriously about
reports for management. In discussing
this topic of “Reports for Management”
the key word is “for.” Most reports are
addressed to management regardless of
the purpose for which they arm intended.
Reports for management are reports in
tended primarily for the use of manage
ment.
Where does the accountant’s responsi
bility start and where does it stop? As
accountants we must look beyond the
ledgers and basic accounting records. To
write a good report for management, he
needs to know and understand the busi
ness in each area of its activities. Every
thing that happens in the business is
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reflected ultimately in the accounting rec
ords as a step forward or backward in
the growth of the company. Good reports
for management must diagnose and pre
scribe. A post mortem report will not
serve management.
Accounting is the language of business,
and accounting records tell the story of
business. For communication between the
accountant and management there must
be mutual understanding. What the ac
countant means to say and what manage
ment understands him to have said must
be the same thing. Lawyers prepare wills,
contracts, briefs, etc., for interpretation
by the courts; doctors write prescriptions
to be filled by professionally trained phar
macists. While technical terminology is
fitting in these situations, accountants’
reports are prepared in the main for use
by non-accountants. As accountants, we
must realize that many businessmen are
not skilled in the analysis of financial
statements, and our reports should be pre
pared so as to need no further analysis.
It is for us to adapt our reports to the
needs of management. To assure mutual
understanding, there are certain basic
assumptions which, of necessity, must be
constant. These assumptions have been
made, not because they are true, but be
cause they are necessary. Accounting is
to some extent, a body of conventions
rather than of logic. A convention is a
practice that has general acceptance. In
this country, we drive on the right side of
the road, while on the European continent
one drives on the left side of the road.
There is no special logic in either prac
tice! Both are conventional and both
serve a vital purpose. There would be
chaos without convention.
The first of our assumptions is the
constant value of money, or of whatever
unit in which the accounts are kept. Yet
in this day of cost of living scales, market
averages and indexes, and talk of 50¢
dollars, we know there is no real con
stancy in the value of money.
A second premise is that the corporation
is a permanent institution. We report on
a going concern basis.
Another assumption is that profit or loss
can only be shown on the basis of a com
pleted transaction. Actually, at any fiscal
year end, there are certain transactions

Maybe our report will be more useful if
we round our figures to dollars, or hun
dreds or thousands. Maybe percentages
will be more significant than dollars. May
be a statement of financial position will
be more informative than the traditional
balance sheet. Maybe the addition of an
application of funds statement or an
analysis of changes in working capital
will assist our client.
Accounting is, by its very nature, a
record of the past. Its chief use to man
agement, however, is as a basis for pre
dicting the future. This is not to say
that the past is a sure guide to the future,
but it is certainly worthy of consideration.
Management can often determine where
to focus its attention by a comparison of
its record with some standard. This stand
ard may be the company’s own past rec
ord; it may be an industry average; or,
it may be a standard arranged for this
particular company for this particular
period, a budget or forecast.
Our reports for management may well
be made comparative. The caution needed
here is that we be sure we are working
with comparable figures. If we are com
paring the company’s figures for the cur
rent year with prior years, we must ascer
tain that the account classification has
remained consistent. Major changes such
as owning and operating facilities in one
period and using leased facilities in an
other, or a change from financing through
borrowed funds to a sale of additional
capital stock, require comment if our
comparison is to be significant. If we are
comparing figures to an industry average,
we need to know that the account classifi
cations are comparable to those of the
company on which we are reporting and
we need to know that we are using a valid
industry average.
In our reports for management, some of
our most valuable service to our client
can be the inclusion of analytical and
statistical information. This is particu
larly so for the client whose staff is not
large enough nor trained to provide such
information. Some examples of statistical
or analytical information are:
Current ratio
Working capital turnover
Turnover of inventory
Conversion periods of receivables
Equity ratios
Ratio of cost of goods manufactured to
plant investment
Book value per share of common stock
Ratio of net income to net worth

in an incomplete or transition stage which
make certain estimates or approximations
necessary. As the period between reports
is shortened by the growing tendency to
ward quarterly and semiannual reports,
the problem is increased. Of necessity,
the allocation of many costs in such re
ports must be on an arbitrary basis.
It is difficult to change an accepted
accounting practice or auditing standard.
It is right that it should be difficult to
effect a change in accepted practices,
definitions, methods, terms and standards.
To keep our communication lines open, we
should be sure any change made is mu
tually understood and agreed upon. Yet
change is the dominant characteristic of
modern business. Management has no
obligation to ease this problem for the
accountant. It is the responsibility of the
accountant to adapt his methods to the
needs of business, and to make his services
indispensable to his client or employer.
A good report for management is not
written after the field audit work is done.
It is being developed during the entire
course of the audit. We need to make
notes as we go along of any matters which
may deserve comment in the report. Staff
members working on the audit should be
encouraged to make similar notes.
As accountants we are prone to get in
a rut. The pressure of time, the need to
complete the job, often force us to rush
the report writing phase of an assignment.
It is often more for expediency than for
continuity that we follow a prior report
for form and, occasionally, even for the
comments.
We should not depart from accepted
accounting practice except in extreme
cases and after careful consideration. We
should, however, be able to distinguish
between generally accepted accounting
practices and generally accepted forms.
And, if the generally accepted forms do
not get our message across to manage
ment, we should design a form that will.
Certainly the trend in published reports
during the last ten or fifteen years has
been toward simplification of both form
and terminology.
We are usually acquainted with the
people in management who will use our
report. We should know what kind of
report will best suit their purposes, and
their need should determine the form our
report will take. If a detailed report will
not get read and studied, design a thumb
nail report that will. Condense onto one
page what management needs to know.
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Ratio of net income to total assets
Net income per share of common stock
Dividend record.
While this statistical and analytical in
formation can be shown by schedules or
in narrative form, it lends itself to graphi
cal and pictorial presentation. These
media can stimulate reader interest, high
light significant facts and contribute to
the clarity of reports. Graphs and pictorial
presentation are worthy of more consider
ation by accountants.
The forms of such presentation most
practical for use in our reports are:
1.
The line chart
2.
The bar chart
3.
The pie or circle chart
4.
The map chart.
The line chart displays one type of data
along a horizontal axis and another along
a vertical axis. A line, or several lines,
traversing the graph indicate the relation
ships between the two types of data. The
line chart is best suited to displaying data
related to time. The time sequence is
usually arranged along the horizontal
axis. Comparative revenue-expense rela
tionships can be presented by the use of
several lines of different color or of dif
ferent structure. Structure can be varied
by using heavy and light lines, solid,
broken or dotted lines.
The bar chart consists of bars of various
lengths which display relationships. For
displaying more than one relationship, a
different color bar may be used for each,
or a different structure. Such a chart
could be used to show dividends paid per
year—dollars represented by the bars and
years along the horizontal axis. Dividends
for two or more types of stock by years
would be shown by groups of bars, one
bar for each type . The same relationships
may be expressed by the use of component
bars, in which case one bar would be used
for each year. The total of all dividends
paid during the year would be represented
by the length of the bar and the various
types of dividends would be represented
by segments of each bar. The segments
would be of different colors or different
structure for each class of dividend.
The pie or circle chart is most com
monly used to illustrate revenue and
expense relationships. This chart consists
of a circle divided into pie-shaped seg
ments. The entire area may represent
total sales, with each segment represent
ing the portion of this revenue expended
for taxes, materials, wages, dividends, ad

ministrative expenses, other costs and the
portion of net income retained.
The map chart may be used to show
geographical distribution of stockholders,
plant locations, sales districts, or other
information which relates to geographical
location.
Regardless of the form they take, re
ports must be clear, correct and concise
and must have continuity.
A clear statement is one which can be
understood and which cannot be misunder
stood. A clear statement says what we
mean. We can improve the clarity of our
reports in a number of ways:
Use of shorter paragraphs, sentences
and clauses.
Choice of the simple word or expression
over the flowery one.
Organization of our material and pre
sentation in a logical sequence.
Avoidance of archaic, technical and ob
scure words and phases. Latin may
have been the mark of a scholar a
few years ago, but it is a dead lan
guage now. Accountants would do
well to let it “rest in peace.” It has
no place in our reports.
A correct statement is one which means
what it says. Both subject matter and
the manner of expression must be correct;
facts stated exactly; rules of grammar
followed; and words properly chosen.
A concise statement is one which omits
neither pertinent facts nor words neces
sary to express our meaning. A concise
statement expresses our thoughts in as
few words as possible and yet retains
completeness and smoothness.
Continuity in reports is achieved by
the arrangement of material. Whatever
the arrangement, it should be simple and
logical. In arranging comments on items
in the financial statements, they should
be in the same order as the items appear
on the statements. Continuity is necessary
within paragraphs and within the sen
tences.
Regardless of how consciously we try
to follow all the rules of grammar and
good composition, we will seldom, if ever,
come up with a completely acceptable
report on our first draft. We shouldn’t
rush the report writing stage of our as
signment. The first step to successful
revision of our reports is to have the
draft typed with double spacing. It is
a peculiar thing that a typed manuscript
shows up awkward wording, errors in
grammar and weak constructions that we
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pass over in the pencil draft.
Our reports will be better if we remem
ber the following points:
A positive statement is stronger than
a negative one.
The active voice is stronger than the
passive.
Put the meat of the sentence at the
end—it is the place of natural em
phasis.
Use parallel construction in listing a
series of items in tabulation form.
Repeat a word within the same or a
succeeding sentence if it is the pre
cise word you want. To vary it may
vary the meaning and will probably
side-track the reader’s thought.
Split an infinitive or end a sentence
with a preposition if it makes a
stronger and more natural sentence.
Avoid showy language. Most bad phras
ing is the result of trying to write
elegantly.
Avoid using words and phrases you
would not use in conversation. You
know the words I mean—the com
pounds of there, here and where; such
as therein, thereof, therefor, there
with, herewith, herein, and phrases
like, in the amount of, prior to, pur
suant to, in accordance with it should
be noted that, with respect to, on the
basis of—and you can add dozens of
others to the list.

Keep a current dictionary and book on
grammar close at hand and use them.
After having prepared a financial state
ment, the accountant should be in position
to develop a few ideas and come up with
a few suggestions. It is usually better
to segregate our recommendations from
the financial statements. If our recom
mendations have merit, they deserve the
attention of management. They are more
likely to receive that attention if they
are presented separately.
Now to summarize briefly:
Management needs current and perti
nent information with which to plan. Our
reports must furnish this information.
Our reports should take whatever form
will best appeal to the management for
whom we are writing the report.
Management can often work best with
a report containing a comparison with
some standard. We must be sure we are
using comparable figures.
The inclusion of analytical and statisti
cal information can enhance the value of
our report for management.
Graphs and pictorial presentation can
stimulate reader interest, can highlight
significant facts and can contribute to
the clarity of our reports.
If we have recommendations for man
agement, we should segregate them from
the financial statement and present them
separately.
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tions available in accounting offices. If
you could give me some help and advice
in finding employment in an accounting
office, I should certainly appreciate it.
S. B. K., Omaha, Nebraska

Subscriber Finds The Woman C.P.A.
Valuable.
As a student of accounting I have found
the articles and views expressed to be of
great help in gaining an even better
understanding of the field in general, and
some of its particular problems. As a
comptometer operator in a small but grow
ing organization, I find the tips and sug
gestions an aid in performing present
obligations more efficiently. Quite often
compliments extended to me belong as
much to your staff as to myself, and I feel
as the issues accumulate, their value as
reference material will increase.
J. A. T., Fort Wayne, Indiana

Our “New Look”
The new cover of The Woman C.P.A.
is very nice. I’m happy we have that “up
to date” look.
G. K.

Congratulations on the attractive “new
look” of THE WOMAN CPA! I like the
new cover very much and think it rep
resents an outstanding improvement. I
also like the contents of the December
issue. The two articles on taxes should be
especially valuable because of their time
liness.
M. M.

How Do You Reply to This Subscriber?
I am taking an I. A. S. course and am
naturally planning to make accounting
my career. I often watch the help wanted
advertisements, but never see any posi

The new cover and format are most
attractive and impressive.
W. C.
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